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[The author writes for the International Weekly Edition of the Gazeta Mercantil, a Sao Paulo-based
financial newspaper.]
The institutional crisis in Brazil's Senate is likely to lead to the exit of three of the country's leading
senators to restore public confidence in the government. Former Senate president Antonio Carlos
Magalhaes of the Partido do Frente Liberal (PFL) and former Senate whip Jose Roberto Arruda of
the Partido da Social Democracia Brasiliera (PSDB) have been unable to convince their colleagues
and the voting public that they are innocent of violating voting secrecy in the Senate. Current Senate
president Jader Barbalho of the Partido do Movimento Democratico Brasiliero (PMDB) has also
been on the defensive as more evidence has surfaced about his involvement in fraud and influence
peddling with a federal development body and a state-owned bank in his home state of Para.
Despite the public's attention on the Senate scandals, President Fernando Henrique Cardoso is
under congressional pressure to open a legislative inquiry (Comissao Parlamentar Inquerito, CPI)
into his administration. "I appeal to the members of Congress not to transform things that happen in
politics into an obstacle to governability because this is not patriotic," said Cardoso in an attempt to
dissuade politicians from backing the initiative. The Senate crisis has not only backed up legislative
projects until June or July, but fear of political turmoil has contributed to increasing speculation
against the country's currency the real and consequently added pressure to the country's accounts.

Crisis dates back to elections of congressional leaders
The latest Senate crisis began after Sen. Magalhaes lost the backing of the rest of the government
coalition which includes the PSDB, PMDB, and PFL to have one of his handpicked allies elected to
the top seat in the upper house. Instead, Cardoso and the PSDB drew closer to the PMDB to put in
Magalhaes' rival Barbalho (see NotiSur 2001-02-23). Outside the circle of power for the first time in
his long political career and having his friends removed from Cabinet posts, Magalhaes went on the
offensive.
In a tape leaked to the press of an interview he had with federal prosecutor Luis Francisco de
Souza, the senator made several accusations against those in Cardoso's government and other
political enemies. One of Magalhaes' revelations was that Sen. Heloisa Helena of the Partido dos
Trabalhadores (PT) voted against the impeachment of Sen. Luiz Estevao, removed by his colleagues
last June because of his role in corruption surrounding the construction of a federal courthouse (see
NotiSur 2000-08-11). While Helena denied the charges, rumors increased that the electronic voting
system protecting the secret ballot had been violated.
On March 17, technicians at the Universidade de Campinas confirmed that the Senate's computer
system had been broken into. Following the report, Regina Celia Borges, the former director of
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the Servico de Processamento do Dados (Prodasen), confessed her role in obtaining a list of the
senators' votes in Estevao's impeachment, but said she was following orders. "Arruda clearly
ordered getting the list showing how the senators voted the following day," said Borges. "He
began the conversation saying that he came in the name of Sen. Antonio Carlos Magalhaes."
Accused senators attempt to defend themselves Although both Arruda and Magalhaes first claimed
ignorance of the list, both had to change their versions of what happened after Borges' confession.
Arruda was the first to admit his participation in the scandal. On national television, he tearfully
admitted that he received the list and passed it to Magalhaes. The next day, Arruda left the PSDB,
although he still said that all he did was "just asked [Borges] if it were possible [to find out how
senators voted]. Later she brought me the list." After Borges' and Arruda's public confessions,
Magalhaes said he only became aware of the list after Arruda handed it to him, but he had never
requested it. "I never gave any authorization or order to Sen. Arruda to deal with Dona Regina
about any subject," said Magalhaes. Asked why he did not take disciplinary action when he learned
of the violation, Magalhaes invoked "reasons of state....I did not want to stain the image of the
Senate." To resolve the discrepancies in the testimonies of the two senators and Borges, the three
were called to the Senate Ethics Committee for a "confrontation."
While the whole country came to a standstill as if Brazil's soccer team were in a World Cup match,
all three stuck to their versions of the events and blamed the others. Public anger at the scandal has
not subsided. In a poll by the Folha de Sao Paulo newspaper, the majority of respondents favored
the senators' impeachment. Magalhaes countered, saying that "given the evidence presented, there
should not be an impeachment, although this is not the will of some newspapers." While the Senate
Ethics Committee prepares its report, both senators are looking for ways to save their skins.
Arruda argues that his crime is not as serious as that of Estevao and therefore he should not receive
the same punishment of impeachment. Magalhaes continues to maintain his innocence and denies
that he is making behind-the-scenes deals with Cardoso and PMDB leaders. Both senators fear
impeachment, as they would lose the right to hold public office for eight years beyond the end of
their current terms. Magalhaes would not be able to re-enter politics until 2014 when he would be
87 years old. Most political observers believe both senators will resign their seats and compete in
gubernatorial elections. Publicly, both deny this.

Current Senate president in the hot seat
The violation of voting secrecy is not the only scandal affecting the Senate. Investigations into
irregularities in the financial management of the Superintendencia da Amazonia (Sudam) a
development agency that provides subsidized loans to businesses in the Amazon region have
reached Senate president Barbalho. Investigators discovered that some US$900 million in project
financing was embezzled through phantom projects and false invoices. To date, 159 of the agency's
projects have been canceled and others are being audited.
Barbalho insists he is innocent, but revelations that he bought a farm from Osmar Borges (no
relation to the former director of Prodasen), who is accused of embezzling at least US$50 million
from Sudam, have put the senator on the defensive. Furthermore, investigators discovered that
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Barbalho's wife, Marcioa Centeno, received some US$4.8 million in Sudam funds to set up a frog
farm, which was never set up. If Barbalho did not have enough problems, Para state prosecutors are
reopening a investigation into alleged embezzlement at state-owned bank Banpara dating back to
1984 when he was governor of the state.
Meanwhile, a CPI also discovered financial irregularities surpassing US$1 billion in Sudam's
sister agency, the Superintendencia de Desenvolvimento do Nordeste (Sudene), operating in
Northeast Brazil. Last week, Cardoso announced the dissolution of both Sudam and Sudene and
their transformation into new, more closely controlled agencies. Barbalho, nonetheless, appears on
his way out.

Corruption CPI close to creation
Using the widespread public disgust about political corruption, opposition parties led by the PT
have been drumming up support for the creation of a CPI for corruption. Two months ago, left-wing
opposition parties came close to winning approval for the CPI after forming an unholy alliance with
Magalhaes a right-wing conservative whose rise to power occurred under the military dictatorship.
The governing coalition blocked the approval by proposing creation of four separate CPIs and in
effect clogging the legislative system. To block a CPI with broad investigative powers, Cardoso
created the Corregedoria Geral da Uniao on April 2. Anadyr de Mendonca Rodrigues, a retired
federal prosecutor, was picked to head the body, which will have the status of a ministry and will
seek to punish those responsible for administrative irregularities and to return lost funds to public
coffers.
Despite the administration's attempts to block the CPI, on March 25 opposition parties said they
had 182 signatures nine more than the 171 needed. Although the PT is postponing a vote on the
CPI until the issue of the violation of voting secrecy is resolved, party leaders published the names
of supporters on the Internet. "It is a way to pressure deputies and senators not to remove their
signatures from the petition," said PT Deputy Jose Genoimo.
The Senate scandals and the call for the CPI have hurt the Cardoso administration. Besides
delaying legislative action on needed tax reform and passage of a new law regulating publicly
held corporations, they have eroded investor confidence in the country's political institutions,
contributing to a recent fall in the value of Brazil's currency, the real. In the past six months, the real
has lost more than 20% of its value against the dollar. Also contributing to the depreciation is the
spillover from Argentina's economic problems.
Ciro Gomes, a former leader in Cardoso's party, the PSDB, and current presidential candidate for
the Partido Popular Socialista (PPS), believes the scandals have Cardoso worried. "The personal
effort that Fernando Henrique is making, desperately calling people to his residence to urge them to
block the CPI, brings to mind the saying that one who is not guilty has nothing to fear," said Gomes
in an interview with the Republica-Primeira Leitura. "I think he fears that the facts will be brought
to light." Despite Cardoso's best efforts, the CPI for corruption gained ground on May 7 when two
PSDB senators signed on to the petition and new accusations hit the top levels of government.
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Companies linked to Integration
Minister Fernando Bezerra, who is responsible for overseeing development agencies, are alleged to
have benefitted from Sudene funds. On May 8, after meeting with the president, Bezerra resigned,
although he maintained that he is innocent of the accusations against him. Bezerra said he was
leaving for "political reasons," not at the request of Cardoso. Having lost the backing of his party,
Bezerra left the PMDB. Bezerra, who was elected to the Senate in 1998, said he would return to the
Senate where his first act would be to sign the petition to create the CPI to investigate corruption.
Sponsors of the CPI delivered the petition to Barbalho on May 9 so he could convoke a joint session
for a vote, but the Senate president postponed the vote on the petition which has more than enough
signatures until May 16. That will give the president and his allies more time to persuade lawmakers
to remove their names from the list.

-- End --
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